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§704.21

to the assets to be funded by the liquidity fa-
cility based on the assets or the obligor,
after considering any collateral or guaran-
tees.

* * * * *

(4) 10 percent credit conversion factor
(Group D). Unused portions of eligible ABCP
liquidity facilities with an original maturity
of one year or less. The resulting credit
equivalent amount is assigned to the risk
category appropriate to the assets to be
funded by the liquidity facility based on the
assets or the obligor, after considering any
collateral or guarantees.

* * * * *

() * * *

(3) Internal ratings-based approach—

(i) Calculation. Corporate credit unions
with advanced risk management and report-
ing systems may seek NCUA approval to use
credit risk models to calculate risk-weighted
asset amounts for positions described in
paragraphs II (c¢)(1) and (2) of this section of
the Appendix C. In determining whether to
grant approval, NCUA will consider the fi-
nancial condition and risk management so-
phistication of the corporate credit union
and the adequacy of the corporate’s risk
models and supporting management infor-
mation systems.

(ii) Consistent use of internal ratings-based
approach. A corporate credit union that has
been granted NCUA approval to use an inter-
nal ratings-based approach and that has de-
termined to use such an approach must do so
in a consistent manner for all securities so
rated.

§704.21 Enterprise risk management.

(a) A corporate credit union must de-
velop and follow an enterprise risk
management policy.

(b) The board of directors of a cor-
porate credit union must establish an
enterprise risk management com-
mittee (ERMC) responsible for review-
ing the enterprise-wide risk manage-
ment practices of the corporate credit
union. The ERMC must report at least
quarterly to the board of directors.

(c) The ERMC must include at least
one independent risk management ex-
pert. The risk management expert will
have post-graduate education; an actu-
arial, accounting, economics, financial,
or legal background; and at least five
years experience in identifying, assess-
ing, and managing risk exposures. The
risk management expert’s experience
must also be commensurate with the
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size of the corporate credit union and
the complexity of its operations. The
board of directors may hire the inde-
pendent risk management expert to
work full-time or part-time for the
ERMC or as a consultant for the
ERMC.

(d) A risk management expert quali-
fies as independent if:

(1) The expert reports to the ERMC
and to the corporate credit union’s
board of directors;

(2) Neither the expert, nor any imme-
diate family member of the expert, is
supervised by, or has any material
business or professional relationship
with, the chief executive officer (CEO)
of the corporate credit union, or any-
one directly or indirectly supervised by
the CEO; and

(3) Neither the expert, nor any imme-
diate family member of the expert, has
had any of the relationships described
in paragraph (d)(2) of this section for at
least the past three years.

(e) The risk management expert is
not required to be a director of the cor-
porate credit union.

[76 FR 23871, Apr. 29, 2011]

EFFECTIVE DATE NOTE: At 76 FR 23871, Apr.
29, 2011, §704.21 was added, effective April 29,
2013.

§704.22 Membership fees.

(a) A corporate credit union may
charge its members a membership fee.
The fee may be one-time or periodic.

(b) The corporate credit union must
calculate the fee uniformly for all
members as a percentage of each mem-
ber’s assets, except that the corporate
credit union may reduce the amount of
the fee for members that have contrib-
uted capital to the corporate. Any re-
duction must be proportional to the
amount of the member’s nondepleted
contributed capital.

(c) The corporate credit union must
give its members at least six months
advance notice of any initial or new
fee, including terms and conditions, be-
fore invoicing the fee. For a recurring
fee, the corporate credit union must
also give six months notice of any ma-
terial change to the terms and condi-
tions of the fee.
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